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SUBJECT: REPORTED SAUDI PLAN TO ESTABLISH TANKER FLEET 

REF: 76 JIDDA 7234 

1 . IN FEBRUARY 24 NEWS STORY APPARENTLY GATHERED FROM 
NEW YORK BANKING SOURCES, NEW YORK JOURNAL OF COMMERCE 
REPORTS THAT SAUDI ARABIA IS NOW IN EARLY STAGES OF 
ESTABLISHING ITS OWN NATIONAL-FLAG TANKER COMPANY WHOSE 
SHIPS WILL ENJOY QUOTE CARGO PRIORITY UNQUOTE (I.E., 

CARGO PREFERENCE) AND SUBSIDIES ON BUNKER FUELS. 

2. JOURNAL OF COMMERCE REPORTS THAT NEW COMPANY, SAUDI 
OIL TRANSPORT CO. (SOTC), IS IN PROCESS OF BEING SET UP 

AND WILL BE OWNED 30 PERCENT BY SAG, 30 PERCENT BY EXIST- 
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ING SAUDI TRANSPORTATION VENTURES (LARGELY OIL COMPANY 
AFFILIATES) AND 40 PERCENT BY PRIVATE INVESTORS. 

3. ACCORDING TO JOURNAL REPORT. SOTC WILL LEAN TOWARD NEW 
TANKER ORDERS. DESPITE CURRENT WORLD TANKER SURPLUS. 

JOURNAL SPECULATES THAT SAUDIS MAY USE QUOTE CARROT UNQUOTE 
OF NEW SHIP ORDERS (WHICH WILL BE VERY WELCOME TO DEPRESSED 
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SHIPBUILDING INDUSTRY) TO QUOTE BLANKET ANY STRATEGIC 
FEARS CONCERNING A LARGE SAUDI TANKER FLEET. UNQUOTE. 

(IT OCCURS TO DEPARTMENT THAT SAUDIS MAY HOPE THAT 
ATTRACTIONS OF NEW SHIP ORDERS MAY ALSO DAMP DOWN 
CONCERN IN MAJOR MARITIME NATIONS OVER PROSPECTIVE 
SAUDI CARGO PREFERENCE REQUIREMENTS.) 

4. JOURNAL ALSO REPORTS THAT SAG HAS HAD CARGO PREFER- 
ENCE LAW SINCE 1975, WHICH INITIALLY SET PORTION TO BE 
CARRIED BY SAUDI-FLAG VESSELS AT FIVE PERCENT-ALTHOUGH 
EVEN FIVE PERCENT IS MORE THAN EXISTING SAUDI FLEET CAN 
CARRY. JOURNAL CLAIMS THAT SAG OFFICIALS HAVE STATED 
THAT THEIR AIM IS TO INCREASE THE PORTION OF CARGO 
RESERVED TO SAUDI VESSELS TO 50 PERCENT BY 1980. 

5. ACTION REQUESTED. DEPARTMENT WOULD APPRECIATE 
EMBASSY'S CONFIRMING ACCURACY OF JOURNAL OF COMMERCE 
REPORT AND PROVIDING ANY ADDITIONAL BACKGROUND WHICH MAY 
BE AVAILABLE IN JIDDA. DEPARTMENT PARTICULARLY 
INTERESTED IN ANY INFORMATION EMBASSY CAN PROVIDE ON SAG 
INTENTIONS REGARDING CARGO PREFERENCE REQUIREMENTS AND 
SUBSIDIZATION OF BUNKER FUEL. REFTEL STATED THAT SAG 

HAD NO CARGO PREFERENCE LAWS BUT THAT PASSAGE OF SUCH 
LAWS WAS ONLY MATTER OF TIME. WHAT DEVELOPMENTS HAVE 
THERE BEEN IN THE INTERIM? IS JOURNAL CORRECT IN STATING 
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THAT SAUDIS INTEND TO EMPHASIZE NEW ORDERS. RATHER THAN 
PURCHASING EXISTING SURPLUS TONNAGE? IF SO. DEPARTMENT 
WOULD WELCOME ANY INSIGHTS EMBASSY CAN PROVIDE ON 
SAUDIS' REASONS FOR DOING SO. VANCE 
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